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report to the 


shareholders 
For the year ended June 30, 1966 


The year ended June 30, 1966 was one of 
further improvement in earnings, market 
development, system expansion and financial 
stability. Net income was $2,861,005 compared 
with $1,705,798 for 1965, an increase of 67.7%. 
Earnings applicable to common shares were 
equal to $0.63 per share, a 40% increase over 
the $0.45 per share earned in the previous year. 


In spite of continuing strong competition from 
the oil industry, gas sales volume increased 
15% over the previous year and revenues were 
10.5% higher. More than 2.3 billion cubic feet 
of additional annual load was connected to the 
system, of which approximately 1.6 billion 
cubic feet was firm gas. This is viewed as a 
worthy accomplishment considering that the 
importation of low cost foreign oil into 
Montreal makes it the most competitive market 
in eastern Canada. 


Expenditures for utility plant additions, includ- 
ing load building, were, $11,120,190. An es- 
timated $12,000,000 will be expended in the 
current year which includes completion of new 
headquarters to be occupied early in 1967, 
before expiration of the lease of rented 
premises used since 1957. To finance expend- 
itures for utility plant additions previously made 
and provide additional working capital, ar- 
rangements have been made for the sale of 


$6,000,000 of first mortgage bonds expected to 
be completed in the latter part of September 
1966. Lines of bank credit totaling $10,000,000 
are being continued. 


The Montreal area is teeming with construction 
activity in preparation for the Universal and 
International Exhibition (Expo 67). In addition 
to that activity, other major projects include 
the new subway, extensive highway construc- 
tion leading into and through Montreal, high 
rise apartments, hotels and office buildings. 
Accompanying this is a continuing expansion 
of industry. The Company’s distribution system 
is being extended north of Montreal Island 
about ten miles to Ste. Thérése and on the 
south shore of the St. Lawrence River to the 
City of Sorel. Service in such new areas begins 
with contracts for industrial gas and as the 
population grows, residential and commercial 
markets will be developed. 


The outlook for load growth is good. However, 
further growth will continue to require ingenu- 
ity and aggressive selling effort. 


Your directors and officers express their sincere 
appreciation to shareholders for their support 
and confidence, and to employees for their 
contribution and cooperation. 


On behalf of the Board of Directors. 


GLENN O. MADDOCK 
Chairman of the Board 


CARL H. HORNE 
President 


6025 Céte de Liesse Road 
Saint-Laurent, Montreal 9, Quebec 


September 12, 1966 


operating results 


Net income was $2,861,005, an increase of 
67.7% over the previous year. After payment 
of dividends on preferred shares, earnings 
applicable to common shares outstanding at 
year end were equal to $0.63 per share. Com- 
parable earnings for the previous year were 
$0.45 per share. 


gas sales 


Revenue from gas sales was $34,666,766, an 
increase of $3,291,864 or 10.5% over last year. 
Volume of gas sold was 38.4 billion cubic feet, 
an increase of 5 billion cubic feet or 15% over 
1965. Firm sales to residential, commercial and 
industrial customers were 9.8% greater. Sales 
on an interruptible basis, principally to industry 
and for resale, increased 20.6%. The resale of 
gas to Trans-Canada Pipe Lines Limited, which 
is beneficial to the Company, is a short term 
arrangement extending to November 1, 1967. 


Firm gas sales to commercial establishments 
and industry showed a further substantial 
increase. Sales to residential customers, how- 
ever, increased only modestly. Although a total 
of 2,000 new customers were added there was a 
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further loss of customers due to property dem- 
olition for highway projects, slum clearance 
and area redevelopment. 


At year end 208,185 customers were being 
served, of which 78,696 were residential 
customers heating with gas, representing 40% 
of all residential customers, compared with 
76,104 or 38% at June 30, 1965. 


operating expenses 


Total cost of gas purchased was $17,429,225, 
an increase of $2,329,144 or 15.4% over the 
previous year. This reflects an increase of 
14.9% in volume purchased and a slightly 
higher average cost per Mcf. 


Operation and maintenance expenses amount- 
ed to $8,113,832, an increase of 6.1 % over 1965. 
More maintenance work and system inspection 
as well as higher wage rates account for the 
increase. General taxes were $1,296,330, an 
increase of 15.4% due in part to system expan- 
sion but largely to higher school taxes. Pro- 
vision for depreciation at $2,653,672 was 
$164,395 greater. The foregoing increases in 
expenses were partially offset by a higher 
credit from the coke plant operation. 
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the year 
in review 


income deductions 

Total income deductions were $4,424,732, a 
decrease from last year of $436,155 or 9.0%, 
reflecting the lower interest charges resulting 
from retirement during the year of $3,672,280 
long-term debt and reduction in bank borrow- 
ing. 

sales development 


Total additional load connected to the system 
during the year was 2,371,758 Mcf, in terms of 
estimated annual consumption, 95% of the 
objective established for the year. Firm load 
connected was 1,576,968 Mcf and represented 
66% of the year’s addition. 


Load building activities were concentrated on 
the sale of firm gas to produce maximum reve- 
nue. Outstanding sales in the past year included 
firm gas for manufacture of glass products, a 
large bakery, warehouse heating and a variety 
of other commercial and industrial operations. 
Development of this market is challenging 
and has excellent potential. Contracts or letters 
of intent are in hand from a number of new 
customers for additional large volumes of firm 
gas. 


Competition from other fuels continues to 
require intensive selling efforts. Planned mar- 
ket studies in depth will continue to be used 
to formulate programmes designed to improve 
the acceptance of natural gas and to develop 
additional load. 


natural gas and expo 67 


Natural gas will be used extensively at Expo 67. 
Through an eight mile distribution system, it 
will provide fuel for the preparation of an 
estimated sixty million meals during the six 
month fair period and for most of the hot 
water requirements. Every restaurant and 
snack-bar concession will be provided with gas 
service. Rendez-Vous 67, the main entrance 
building, and a meeting place for organized 
groups, will use gas for cooking, water heating 
and space heating. The kitchen in the Adminis- 


tration and News Building will be completely 
equipped with gas appliances. Many other 
buildings will be heated with gas including the 
Expo Theatre and the Canadian Broadcasting 
Corporation. The following participating coun- 
tries are among those which will use gas for 
various purposes: Australia, Czechoslovakia, 
Denmark, Finland, France, Germany, Great 
Britain, Iceland, India, Norway, Russia, Swe- 
den and Switzerland. 


The Canadian Government Pavilion, one of the 
most outstanding, will have a large and exciting 
display of decorative gas flares. The ‘‘MAN 
IN THE HOME”’ exhibit, sponsored by Chate- 
laine Magazine and the Canadian Lumber- 
men’s Association, will feature the use of gas 
throughout. 


Canada’s clean burning natural gas will make 
an important contribution to the success of 
Expo 67 by providing participants with a fuel 
which can ably perform a wide variety of 
essential services efficiently and economically. 


The Company is actively participating in the 
Exhibition with other corporations in sponsor- 
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“PAVILION OF ECONOMIC 
PROGRESS”, in which the story of how 
private enterprise functions will be told in an 


ing the 


animated presentation. 


coke plant operation 


This plant continues to perform an important 
function in supplying industry with high quality 
coke for foundry and other metallurgical uses. 
At the same time it contributes significantly 


to earnings. 


Profit from the operation, before charges for 
depreciation, taxes and interest, and without 
credit for revenue from sale of coke oven gas, Is 
reported in the statement of income as a reduc- 
tion in operating expenses. Demand for foundry 
coke, its principal product, was at a record level 
throughout the year. 


gas supply 


Since November 1, 1965 the maximum daily 
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contracted volume of natural gas has been 
112,000 Mcf. This is the maximum our supplier, 
Trans-Canada Pipe Lines Limited, is obligated 
to deliver under the purchase agreement until 
November 1, 1979. 


A supplementary agreement was made for 
the purchase of 240,000 Mcf to meet peak 
winter day requirements during the period 
November 1, 1965 through March 31, 1966 at 
a maximum daily delivery volume of 11,200 
Mcef. A further agreement for the purchase of 
280,000 Mcf has been made, with a 14,000 Mcf 
daily limit, for delivery during the 1966-1967 
heating season. This, together with our propane- 
air gas standby capacity, will provide for antic- 
ipated peak requirements until November 1, 
1967. Thereafter an additional supply of firm 
gas will be required. Before establishing the 
quantity to be contracted, intensive study will 


be made of markets in relation to gas costs 


From raw material to finished 
product, natural gas plays an 
important part in manufacturing 
versatile glass fiber products. 


De la matiére brute au 
produit fini, le gaz naturel 
joue un réle important dans 
la fabrication de la multitude 
des articles de fibre de verre. 


Commercial 
establishments 

in many shopping centres 
use natural gas for 
heating, water heating and 
cooking. 


Dans beaucoup 
d’établissements de 

centres commerciaux, 

le chauffage des locaux, 

_ le chauffage de |’eau et la 
cuisson se font au gaz naturel. 
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er ices 


(Sod 


and the most economical methods of providing 
gas for peak shaving. 


Exploration for underground geological forma- 
tions suitable for storing natural gas is contin- 
uing in an area located only a short distance 
from Montreal. Wells drilled to date indicate 
the possibility of a favourable structure. 
Further test drilling is proceeding. 


construction 


Capital expenditures during the year were 
$11,120,190, including $1,621,477 for installa- 
tion and relocation of mains at the request of 
various government bodies for which, in large 
part, the Company is being reimbursed. After 
write-off of property retired from service, total 
plant investment at June 30, 1966 was $110,- 
325,908. 


During the year 112,000 feet of new mains and 
2,000 service lines were installed to provide 
service to new customers. Construction of new 


operating headquarters is progressing satisfac- 
torily and will be available for occupancy prior 
to the expiry of lease of present premises. 


The programme for 1967 contemplates capital 
expenditures of about $12,000,000 including 
completion of new headquarters. The distribu- 
tion system is being extended from the Island 
of Montreal, crossing Riviére des Prairies to 
Ile Jésus and then through residential areas 
to Laval Industrial Park. From Ile Jésus the 
main is also being further extended, crossing 
Riviére des Mille-Iles, to the General Motors 
of Canada plant at Ste. Thérése. The system 
on the south shore of the St. Lawrence River 
is being extended from Tracy, crossing the 
Richelieu River, to serve two large industries 
in the Sorel area. 


Renewal of mains and services, and the clamp- 
ing of joints on the cast iron mains is being 


continued. To reduce maintenance expense, 
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the Company has commenced a ten year meter 


modernization programme. 


The financial position and capital structure of 
the Company were further improved with the 
issue on April 28, 1966 of $7,500,000 (75,000 
shares) of 544% Cumulative Redeemable Pre- 
ferred Shares, 1966 Series, par value $100 per 
share. The new shares, offered to the public at 
$98.75 per share, were accompanied by Share 
Purchase Warrants entitling the bearers there- 
of to purchase Common Shares of the par value 
of $1 each, as presently constituted, at the rate 
of two such shares in respect of each 1966 
Preferred Share at $15 per share if purchased 
at any time between July 28, 1966 and April 
15, 1976. 


Nothwithstanding prevailing tight money condi- 
tions, the Company has been able to continue 
‘lines of bank credit adequate to provide for its 
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normal requirements including interim financ- 


ing of construction. 


In view of the heavy construction programme 
and to minimize short term borrowing, ar- 
rangements have been made for the sale in 
September 1966 of $6,000,000 additional first 
mortgage bonds. Proceeds will be used to pay 
off bank loans outstanding at time of issue and 
for extending and increasing the capacity of 
the plant and distribution system. 


Total dividends of $612,375 were paid on 
preferred shares on a regular quarterly basis. 
Sale of additional preferred shares in April 
1966 increased shareholders equity accounts to 
31.6% of total capitalization, as compared with 
24% at June 30, 1965. 


At year end there were 9,647 registered com- 
mon shareholders, 1,121 holders of 1965 
Preferred Shares and 719 holders of 1966 


Preferred Shares. The following table shows, 


percentage wise, the geographical distribution 


of the Company’s common shares: 
Shareholders Shares held 


Province of Quebec. 32.59% 32.6% 
Other Canadian Provinces 60.0 62.4 
United States ..... 6.6 4.4 
Other countries ... . 0.9 0.6 
Total . 100.0% 100.0% 


It will be noted that 95% of the common shares 
are held in Canada. Over 99 % of the preferred 
shares are held in Canada. 


There were 1,489 employees at June 30, 1966 
compared with 1,443 at the same date last year. 
Total salaries, wages and related benefits were 
$8,142,880, an increase of $769,361 or 10% 
over 1965. These increases were due to higher 
wage rates and greater construction activity. 


On August 24, 1966 the Company received 
from the Confederation of National Trade 
Unions, the bargaining agent certified on 


June 3, 1966 for the hourly-paid employees, 
the proposed terms of a new labour agreement. 
The agreement with the previously certified 
bargaining agent expired April 30, 1966. The 
proposed terms, as submitted to the Company, 
provide for substantial increases in wage rates 
and paid time-off, as well as a number of other 
changes in working conditions and fringe 
benefits. Negotiations are presently in progress. 


The two year contract with the Union represent- 
ing clerical employees extends to May 18, 1967. 


The employees pension plan was modified to 
integrate it with the Quebec Pension Plan, 
which became effective January 1, 1966. 


Programmes for the training of key personnel 
to develop their management skills were suc- 
cessful and are being expanded. Employee 
safety committee meetings are conducted regu- 
larly. Time lost as well as frequency and 
severity of accidents were reduced during the 


year. 
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Company’s own securities held by fiscal agent for sinking fund, at cost ($726,000 
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Mortgages receivable — current portion 
Accounts receivable, including $180,943 and $165,296 respectively of instalment 
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Construction and operating materials and supplies 


Prepayments:andiother <. 1f i. 5a ce et er 


DEFERRED AND OTHER ASSETS 


Unamortized conversion expenses 


Unamortized debt expense 


Mortgages receivable, exclusive of current portion 
Special refundable tax, 2 so be se ee eee en ee 
Other 0 See eee a ee 


APPROVED ON BEHALF OF THE BOARD 
GLENN O. MADDOCK, Director 


GUY VANIER, 


Director 
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assets 


$110,325,908 | $ 99,727,357 


20,171,647 | 17,841,353 


90,154,261 81,886,004 


1,218,107 1,851,318 


708,931 = 
a 27,200 
415,638 275,713 
4,231,992 | 2,758,562 
1,752,332 2,602,291 
1,515,313 1,712,563 
998,873 1,043,578 
917,167 767,528 
11,758,353 11,038,753 
3,035,863 3,502,399 
2,881,363 3,145,282 
1,927,365. 1,237,251 
19,308 as 

594,205 435,491 
8,458,104 8,320,423 


$I 10,370,718 | $101,245,180 


Quebec 
Natural Gas 
Corporation 


(Incorporated under 
the laws of Quebec) 


liabilities 


SHAREHOLDERS’ EQUITY (Note 1) 
Common shares, par value $1 per share 
Authorized 10,000,000 shares 


balance sheet 
June 30, 1966 


(with comparative figures . : 
Eide 20, 1908) Outstanding, 1966, 3,545,580 shares; 
196573'545'560 shares 0c so a lee eo ee SP ee ew $ 3,545,580 $ 3,545,560 
LSM ONCOMMON GHATES Gres) tue ws ke 6,501,805 6,883 ,442 
Retained earnings (subsequent to June 30, 1964) ............. 3,850,428 1,601 ,798 


Preferred shares, par value $100 per share 
Authorized 300,000 shares 


Outstanding, 5.40% cumulative redeemable 1965 series, 100,000 shares . . 10,000,000 10,000,000 
51/,.% cumulative redeemable 1966 series, 75,000 shares .. . 7,500,000 —_ 

Total shareholders’ equity .............. 31,397,813 22,030,800 

LONG-TERM DEBT, exclusive of current maturities (Note 2) ........ 67,891 863 70,838,203 

CURRENT LIABILITIES 

Payable on Company’s own securities held for sinking fund. ........ 639,131 — 

Notesipayablomaeuewetaa tes su eee 2, creates, oad © oe te, pee wt ee 140,596 110,567 

Current maturities on long-term debt (Note2) .......2.....68-. 2,064,431 2,790,371 

ACCOURIS Pavia biG meet ans Leet ile fe hy eg dc ia be ae tcrer cle, shaun ys 4,086,712 2,042,797 

CUSLOINETS +CODOSILS meow Mirtar wer etn ON nr So ok Bont ee 7) gO ; 460,685 415,075 

ACCKUOC.INtGnGStr meer wenn) cans ois ts) os ee fe. t ers ko fel ee Bet Sone nc tls 1,104,848 1,180,962 

CCT CAXOS amt en ar Pern: vues a ad ae Re eb RO ge daa He 865,652 550 ,361 


OtheheurrentuiaGunieSme mes... 26 adr ee ee es ey ose 2b See eet 801,055 710,648 
10,163,110 7,800,781 

EMPLOYEES’ SICKNESS BENEFITS — REFUNDABLE ........ | 54,568 258,161 
CONTRIBUTIONS IN AID OF CONSTRUCTION ........... 863,364 Sivoo 


CONTRACTUAL AND CONTINGENT LIABILITIES — (Note 6) 


$110,370,718 | $101,245,180 


The accompanying notes are an integral part of this statement. 


statement of income 
for the year ended June 30, 1966 (with comparative figures for 1965) 


vias! Lat Quebec 
OPERATING REVENUES > Natural Gas 
Gas sales: 7 £4. eee ort. «LR Sa Ge ee aad ee ee $34,666,766 | $31,374,902 3 
Miscollanecis. Geka cune ioe) © Gases ee oe © 7ipser 713,562 Corporation 
jotal;operating revenues)... 5). cee ee 35,385,727 32,088 ,464 
OPERATING EXPENSES AND TAXES 
Gas purchasedenn wee. Re es a een ee eee 17,429,225 15,100,081 
Operation: expensesty, se tee kg ein eke ee ee ee ee 6,708,736 - 6,511,242 
Maintenance: te, ee dhs ee > ee ee 1,405,096 1,134,937 
Coke: operation — net (credit)... -. ees eee a eee (1,208,734) ( 690,050) 
Depreciation and amortization (Note 3) .........2.2.2.. 2,653,672 2,489,277 
Géneral tax6sie ck broad ey Se ee ae 1,296,330 1,122,935 
Total operating expenses and taxes ........ 28,284,325 25,668 422 
Operating income: <2. 3% 3 es eee ee 7,101 ,402 6,420,042 
OTHER: INCOMES seerraie ts Ge Re Soe Snes ee See eee 184,335 146,643 
GrOSSsINGOMOM. a5. oe ee eS Pee 7,285,737 6,566,685 
INCOME DEDUCTIONS 
interest:on:fong=termrdebt... ..3. «4 4 5 cal ca  e : 4,205,446 | 4,299,171 
Interest on bank and other loans. ..........2.2.2.. ss A tte 181,665 432,172 
Amortization of debt expense ........2.2.2.2.2.22.20222. Se enaes 134,086 165,935 
Interest charged to construction (credit) ............. ie nea ( 96,465) ( 36,391) 
Total. income deductions. 4.:.4...0% ae 4,424,732 4,860,887 


Net income (Note 4).....2.2.2.2.. $ 2,861 ,005 $ 1,705,798 


statement of retained earnings 
for the year ended June 30, 1966 (with comparative figures for 1965) 


1966 1965 


BALANCE — Beginning of year (deficit). ......... $1,601,798. | $(16,391,451) 


ADD — Expenses of issue of preferred shares: 


1959 Seriess 50.3) 0 She ee, ee $660,762 

4965 ‘Series: = suc Seo wes ee 367,991 1,028,753 
Premium and expenses on redemption of preferred shares 1959 series. . — 13,692 
1,601,798 (17,433,896) 
Transferrred from “Premium on common shares” .......2.2.2.2.2.. — 17,433,896 

Balance before the following ................20- 1,601,798 NIL 
Net: income: for the years: F252 ay aus te ee 2,861,005 1,705,798 
4,462,803 1,705,798 

LESS — Dividends paid on preferred shares: 

1965: SOFiGS ees So. FI an 8. Sa as pe en le ee 104,000 

TS6}G SENOS 6S a che oo: ci [reed ek nT ee — 
612,375 104,000 


BALANCE:— End‘of yeare i242 9a oe oe cee Ss oe eee 


$3,850,428 $ 1,601,798 


The accompanying notes are an integral part of these statements. 
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statement of premium on common shares 
for the year ended June 30, 1966 (with comparative figures for 1965) 


BALANCE — Beginning of year ...........2.2.. 


ADD — Premium on conversion of preferred shares, 1959 series 
Premium on shares issued under option agreements .... . 
Premium on shares issued under purchase warrants . 


LESS — Transferred to “Accumulated deficit’ ...... 
Expenses of issue of preferred shares — 1966 series 


BALANCE — Endofyear ...........2.2.. mere SAAR 


statement of sources and use of cash 
for the year ended June 30, 1966 (with comparative figures for 1965) 


SOURCES 


Operations: 
Netsincome? a) 2h ee 2 Pt ey ee is Ee Meee co eh ne 
Depreciation:andtamortizationy, 2 ee eee a, Se Rael a ae 
Other amortization and non-cash charges to income 


Proceeds from sale of preferred shares ae series — with the eon to receive 
share purchase warrants) . Sek preilie te: Le ee : : 


Proceeds from sale of common shares 

Proceeds from sale of mortgage bonds . . ‘ 

Contributions in aid of construction ....... 

Increase in other notes payable ......... : 
Reimbursements and net salvage (plant relocations and ienisments} , 
MiscellaneGus: ) 7..c. dias oe ae Oey ei ee od es : 
Reduction of working capitali(a).4 402 | ena ee 


USE 


Retirement of long-term debt . . . age. 

Additions to utility plant ........ 

Investments in mortgages — net . 

Repayment of bank loans. ....... eee 

Repayment of other notes payable ......... ai Sooke aC ee 
Dividends on preferred shares ...... poe: 


Expenses of issue of preferred shares 1966 series, 1965 : series and mortgage 
ponds’? *. arcade) foe es lee ee eau nd ©. ae 


Redemption of prercund entre 1959 SerieSes-4 > ae ee. SO 
Special refundable tax ... . Pe, eo, Maer 
Reimbursement of employees sickness benefits Pr aa 5 ee 

Natural gas storage project . oS onal 1p OR ce ae ee 
Miscellaneous: aieaee ee eee Soae ere ete to okt. teak aes har eae 
Increase of working capital (a). 


CASH BALANCE 


Net increase (decrease) during year: 205 . 5 ee ee 8 en 


Balancerat endtohveatans ay vee, re cee es Se ete 


6,883,613 


381,808 
$6,501,805 


1966 


$ 2,861,005 


2,653,672 
259,086 


5,773,763 


7,500,000 
191 


546,129 
30,029 
664,797 
59,371 
1,845,354 


16,419,634 


3,672,280 
11,120,190 
830,039 


612,375 


381,808 

19,308 
203,593 
213,252 


17,052,845 


$( 633,211) 
$ 1,218,107 


1965 


$12,976,875 


11,154,953 
185,000 
510 


24,317,338 


17,433,896 


$ 6,883 442 


1965 


$ 1,705,798 
2,489,277 
370,759 


4,565,834 


10,000,000 
225,570 
1,000,000 


16,289,004 


1,577,832 
7,033,120 
780,069 
3,519,573 
553,091 
104,000 


377,254 
78,192 


187,768 
120,652 
944,365 


15,275,916 


$ 1,013,088 


$ 1,851,318 


(a) Excluding cash and current asset and liability items stated separately, and the change in the current portion of 


the long-term debt and mortgages receivable. 


The accompanying notes are an integral part of these statements. 
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1. shareholders’ equity 


During the year the authorized capital stock of the 
Company was reduced as a result of the cancellation 
of 150,000 6% redeemable preferred shares, 1959 
series, all of which had been redeemed or converted 
into common shares, and by 50,000 unissued 5.40% 
cumulative redeemable preferred shares, 1965 series. 
The authorized capital stock was also increased by the 
creation of 200,000 additional preferred shares of the 
par value of $100 each, issuable in series. 75,000 
preferred shares of $100 par value were designated as 
514% cumulative redeemable preferred shares 1966 
series, and were issued and sold for cash, with the 
right to receive share purchase warrants. 


The authorized and issued preferred shares are as 
follows: 


Total preferred shares authorized . 300,000 
1965 series issued and outstanding 100,000 
1966 series issued and outstanding ... . 75,000 

175,000 
Unissued preferred shares . 125,000 


224,920 common shares are reserved for the exercise 
of share purchase warrants which accompanied the 
General Mortgage Bonds, 6% series G, issued in 1963, 
and 6% series I, issued in 1964, entitling the holders 


2. long-term debt 


First Mortgage Bonds: 
6% Series due January 1, 1980 
5!/.% Series due January 1, 1980 (U.S.) 
6% Series due June 1, 1987 
51/,% Series due June 1, 1987 (U.S.) 
6% Series due June 1, 1988 
U.S. Exchange adjustment 


General Mortgage Bonds: 
614% Series B, due July 2, 1965-1969 
6% Series G, due June 1, 1988 AS 
6% Series |, due June 1,1989 ..... 


Subordinated Debentures, 534% due April 1,1985. . . 
Serial notes payable monthly to 1966 secured by appliance 


leases 


In addition to the above, $10,000,000 General Mortgage 
Bonds, 6% Series H, due June 1, 1988 are lodged with 
banks as collateral security for loans outstanding from 
time to time. 
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of such warrants to purchase shares on or before June 
1, 1968 at $9.50 per share and thereafter on or before 
June 1, 1973 at $12.00 per share. 150,000 common 
shares are reserved for the exercise of share purchase 
warrants which accompanied the 5!/.% cumulative 
redeemable preferred shares, 1966 series, entitling the 
holders thereof to purchase such shares at any time 
after July 28, 1966 and up to the close of business on 
April 15, 1976 at $15 per share. 


The outstanding common shares include 332 shares 
issuable upon surrender of fractional warrants ag- 
gregating full shares. These fractional warrants were 
issued upon conversion of the 6% redeemable preferred 
shares, 1959 series. 


Payment of dividends on common shares is restricted 
under the provisions of the instruments securing the 
first mortgage bonds and the general mortgage bonds 
and relating to the subordinated debentures and the 
provisions attaching to the preferred shares. 


At June 30, 1965, $17,433,896 was transferred from 
premium on common shares to accumulated deficit 
which amount was sufficient to offset the aggregate of 
the accumulated deficit to June 30, 1964 of $16,391,451, 
the expenses of issue of preferred shares of $1,028,753 
and the costs of redemption of redeemable preferred 
shares, 1959 series of $13,692. 


June 30, 1966 June 30, 1965 


Long-term Long-term 
debt debt 
exclusive exclusive 
of current Current of current Current 


maturities maturities maturities maturities 


$11,039,000 $ 620,000 $11,659,000 $ 620,000 
7,203,000 404,000 7,607,000 404,000 
7,692,360 245,640  —- 7,942,360 245,640 
3,760,000 120,000 3,880,000 120,000 
4,365,000 135,000 4,500,000 =: 

832,503 39,791 965,626 44,049 
1,500,000 = ~ 2,250,000 250,000 
10,000,000 = 10,000,000 = 
2,500,000 = 2,500,000 ss 
19,000,000 500,000 19,500,000 500,000 
=a ae 34,217 606,682 
$67,891,863 $2,064,431 $70,838,203 


$2,790,371 


Notes to financial 
statements 
June 30, 1966 


P| re a led b | vatalat, shes 
auUaItoOrs report 


to the 


i ee 
~ Oy tA Are 
shareholders 


In addition to the depreciation shown in the income 
statement, an amount of $197,480 in respect of auto- 


The above tax losses do not include normal depreciation 
recorded in the accounts. In addition the Company is 
in a position to reduce its taxable income by claiming 
depreciation in excess of the amount normally recorded 


motive equipment was charged to utility plant and other in the accounts. For 1967 this excess would amount to 
approximately $5,606,000 and for subsequent years it 
would reduce gradually because depreciation is calcu- 
lated on a reducing balance basis for tax purposes. 


accounts based on its use. 


No provision for taxes on income has been made since 


h f pri 
ee Og eee a iat ot scene urene All assets and liabilities in United States dollars are 


stated at their Canadian equivalent as of the date of 
For federal income tax purposes, the Company has the Balance Sheet. 

accumulated losses to June 30, 1966 of approximately 

$4,360,000 which can be offset against taxable income 

earned in the fiscal years 1967 to 1969 as follows: 


year’s income. 


Deductible 
up to and » 
Amount of Fiscal including a) The estimated cost to complete major contracts for 
tax losses_ year fiscal year the construction of office and operations buildings and 
$2,260,000 1962 1967 mains is $2,780,000. 
1,850,000 1963 1968 b) A suit for $720,000 plus $38,000 of interest has been 
250,000 1964 1969 filed by the National Harbours Board against the 


Company for rental for the use of Jacques Cartier 
Bridge to carry a pipeline over the St. Lawrence River. 
The ultimate outcome of this action is not presently 
For provincial income tax purposes, the tax losses total foreseeable. The Company has made a provision in the 
approximately $1,116,500. accounts, which it considers reasonable for such rental. 


$4,360,000 


We have examined the balance sheet of Quebec Natural Gas Corporation as at June 30, 1966 and the statements 
of income, retained earnings and premium on common shares for the year ended on that date and have obtained 
all the information and explanations we have required. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the 
books of the Company, the accompanying balance sheet and statements of income, retained earnings and premium 
on common shares, together with the related notes, are properly drawn up so as to exhibit a true and correct view of 
the state of the affairs of the Company as at June 30, 1966 and the results of its operations for the year ended on 
that date, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. Also, in our opinion, the accompanying statement of sources and use of cash presents fairly the 
information shown therein. 


Peat, Marwick, Mitchell & Co. 
Chartered Accountants. 


Samson, Bélair, Coté, Lacroix et Associés, 
Chartered Accountants. 


Montreal, August 5, 1966. 
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financial and operating statistics 


Years ended June 30 


1966 1965 1964 1963 1962 1961 1960 
*EARNINGS DATA 
Total operating revenues. .........2... $ 35386 $ 32088 $ 28385 $ 25184 $ 21,324 . $ 17,886 $ 12,280 
Total operating expenses and taxes ........ 28,284 25,668 22,878 20,701 19,032 18,096 15,000 
Operating:income(loss)s% Sy), i00) eee ee 7,102 6,420 5,507 4,483 2,292 (210) ( 2,720) 
Net iicome' (loss) ee) eee, Eee 2,861 1,706 1,018 195 ( 1,686) ( 3,697) ( 5,461) 
*GAS SALES REVENUES 
Mesidential <7 e : a -os.r i kote Me  Mreeceeeate $ 16,874 —=$ 16,689 .$. 15004 ..$ 13641 $1414. -'$ 9055 -$ 7,663 
Commercial . 40.00. 0, ae? ok. Bee 3,809 3,43 2,973 2,/11 2,436 2,570 2,128 
indisitial:«-22.. sehei sin eel eis. Ban sae 4581 3,894 3,073 2,260 1,639 1,465 1,299 
POTCTRUDUING (Q) ous ee ee a es ee ee 9,403 7,355 6,528 5,844 5,100 3,990 664 
Total gas sales revenues ........... $ 34667 $ 31,375 $ 27,668 $ 24456 $ 20,589 $ 17,080 $ 11,754 
*GAS SALES — MCF 
Residential cet di tistisy x Dee st: tenon: 9,540 9,209 7,833 6,752 5,542 4,997 4,110 
Commercialis.. Ge> .cncats.. eke eee 2,730 2,389 2,018 1,793 1,604 1,578 1,293 
Industtial)! js. 0) 0 Skee 5 ee 6,545 5,544 4,119 2,714 1,727 1,154 1,026 
InterrUpble Ca) cnt 5 ce ee eos ns Re Ree 19,616 16,272 14,978 13,890 13,386 10,711 1,657 
Potala he ee a ee oe 8 38,431 33,414 28,948 25,149 22,259 18,440 8,086 
DEGREE DAYS — Percent of normal (b) 99.7% 102.3% 96.4% 106.3% 95.8% 101.9% 97.6% 
PEAK DAY FIRM GAS REQUIREMENTS — MCF 121,000 112,900 93,400 71,500 58,200 46,700 36,600 
CUSTOMERS (At June 3C) 
Residentialiawrcr toc area te re re a 196,336 200,248 202,057 204,109 208,592 — = 
Commerciale..tee cue coe .s en eet, ee 9,481 9,216 9,368 325 9,395 = = 
Industrial west, Sa- es Fece@-eniteee & rey ee 1,227 1,192 1,126 1,116 1,108 3 — 
BRRORTUPUDIG Sy oooh si ce a i nn ius Oc 1,141 1,148 1,147 841 404 = = 
Petals 4 BRAie wy eae at ee 208,185 211,804 213,698 215,391 219,499 (c) (c) 
RESIDENTIAL HEATING SATURATION RATIO (d) 40.1% 38.0% 33.6% 27.1% 21.9% (c) (c) 
*UTILITY PLANT INVESTMENT (At June 30) 
Gross book value — original cost... ......~. $ 110,326 $ 99727 $ 93342 $ 84062 $ 76548 $ 73,008 $ 69,129 
Less — Accumulated depreciation. ........ 20,172 17,841 15,969 14,128 13,430 12,546 11,964 
Netbook vale 1:5 o.:. Sines sce. og See eae $ 90,154 $ 81,886 $ 77,373 $ 69,934 $ 63,118 oe 60,462 $ 57,165 
Additions (gross) during year... ........ $ 11,120. $ 7,033: ~S. 9910 <$) 8/01 S$.) S591 S$ SS ath Deseo ose 
MILES OF DISTRIBUTION MAINS (At June 30) 1,211 1,190 1,139 1,097 1,057 1,050 1,027 
*CAPITALIZATION (At June 30) 
Long-term debt: 
Mortgage: bonds y22) mene is ee $ 48892> $51304-. -$\ 5h 957°. S$ 4/2267 S$: 20538 S$) 22514) sala oe 
Debentures and other... ... ......5 19,000 19,534 20,641 21,192 21,697 22,247 25,000 
Total'tong-term debt 20. 7) a 67,892 70,838 72,598 68,418 42,235 44,761 44 600 
Shareholders’ equity: 
Preferred: sharese-a.. sos teen ee 17,500 10,000 12,936 13,854 15,000 15,000 15,000 
Common;shareSina.ce © p05.0 9 ene hs eee 13,898 12,031 (1,625) (3,562) ( 4,789) ( 1,076) 2,622 
Total:capitalization: A. <2 he $ 99,290 $ 92,869 $ 83,909 $ 78710 $ 52446 $ 58685 $ 62,222 
SHARES OUTSTANDING (At June 30) 
Prefetrediiy, 1g tin een ee ie ee ee aie 175,000 100,000 129,356 138,544 150,000 150,000 150,000 
Common neni. in Cie ee Serio s ca ede ae es 3,545,580 3,545,560 1,789,353 1,666,847 1,514,100 1,514,100 1,514,100 


NUMBER OF EMPLOYEES (At June 30) 1,489 1,443 1,401 sa 391 1,358 1,370 1,670 


NOTES: * — Amounts stated in thousands (000 omitted). 
Os nie service, supplied principally to industrial customers and for re-sale, is subject to curtailment or discontinuation at the option of the 
ompany. 
(b) — Degree days represent deficiencies in daily mean temperatures below 65 degrees F. 
(c) — Not available on comparable basis. Earlier data included inactive meters. 
(d) — Percentage of total residential customers using gas for space heating. 
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